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>> GETTING TO THE HEART OF THE BUSINESS: Nearly 400 from Detroit MBA member firms at their educa- 
tional conference on FHA loans, biggest local meeting of its kind ever held in the mortgage industry and, said Detroit 
MBA officers, one that accomplished more practical good than any other. Insert, the three present Detroit officers who 
staged it: From left, Charles P. Besancon, president (shown with Howard T. Denyes, past president), Hans Gehrke, Jr., 
vice president and Joel K. Riley, secretary-treasurer. (See Page 15.) 
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DEFINITE 
ADVANTAGES 


From Lawyers Title, 
you receive very 
definite advantages 


in know-how, in 


financial strength 
and in National rec- 








Lawyers Title insures titles in 30 of the 48 States of the 
Union. It is an old, seasoned hand at quickly and courte- 
ously solving the title insurance problems of the mort- 
gage banker, the builder, the life insurance company 
and the lawyer. It is also one of the largest, strongest 
and best known title insurance companies in the Nation. 

Over the years, the name “Lawyers Title” has become 
a symbol for sound title protection. It is a fact that a 
“Lawyers Title’ policy helps make good real estate 
security almost as liquid as cash. 


lawyers Title Insurance (Orporation 


Operating in New York Stale as ( Virginia) 
Lawyers Title Insurance Corporation 


Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 30 STATES. BRANCH OFFICES IN 
ATLANTA, BIRMINGHAM, CAMDEN, CINCINNATI, CLEVELAND, 
COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, 
NEW ORLEANS, NEW YORK, PITTSBURGH, RICHMOND, WASH- 
INGTON, WILMINGTON, WINSTON-SALEM AND WINTER 
HAVEN. IN 84 OTHER CITIES, LAWYERS TITLE IS REPRE- 
SENTED BY RELIABLE AND ABLE LOCAL TITLE COMPANIES. 
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MBA CALENDAR 

January 31-February 1 and 2 
NEW YORK, Fifth annual 
Senior Executives Course spon- 
sored in cooperation with New 
York University Graduate 
School of Business Adminis- 
tration. 

February 23-24 CHICAGO, Mid- 
Winter Mortgage Conference, 
Drake Hotel. 

April 10-11 NEW YORK, East- 
ern Mortgage Conference, 
Commodore Hotel. 

June 19-23 CHICAGO, Third 
annual Mortgage Banking Sem- 
inar held in cooperation with 
Northwestern University. 

September 27-29 DETROIT, 
37th annual Convention and 
Exhibit of Building, Industry 
and Services, Statler and Book- 
Cadillac Hotels. 


MBA PUBLICATIONS 


(Current and Coming) 





MORTGAGE LOAN SERV- 


ICING PRACTICES by William 
I. De Huszar. First book on mort- 
gage loan servicing published. 
Additional copies available to 
members at $2 each; to non- 
nembers $3.50 each. 

TEXTBOOK ON MORT- 
GAGE BANKING, Robert H. 
Pease, Editor. A project of the 
MBA Education Committee, Nor- 
man H. Nelson, chairman. To be 
published in 1950. 

MBA POCKET MANUAL 
Annual compilation of MBA 
committees for the current year, 
officers and other groups within 
the Association in addition to 
constitution, by-laws and other 
data. Members are requested to 
write for additional copies re- 
quired. 

DESIGN FOR DOING, DE- 
VELOPING AND DELIVER- 
ING MORE MORTGAGE 
BUSINESS. Membership book- 
let being used in this year’s so- 
licitation. Members should _re- 
quest a supply for use in making 
membership presentations. 

WASHINGTON LETTER. 
Written in Washington and _is- 
sued monthly. Back copies avail- 
able on request. 





PUBLISHED MONTHLY BY THE MORTGAGE 
BANKERS ASSOCIATION OF AMERICA 


Executive and Editorial Office Washington Office: 
111 West Washington Street, Chicago 2 1001—I5th St., N.W., Washington 5, D. C. 


Tue Mortcace Banker is distributed monthly to members of the Mortgage Bankers Association 
of America. Publications may reproduce material appearing in the magazine only by permission of 
the Association. Opinions expressed are those of the authors or the rsons quoted and are not 
necessarily those of the Association. Advertising rates on request. Subscriptions: Of the Limited 
Regular and Associate dues, $4.00 is for a year’s subscription to THe Morroace Banxer, the official 
monthly publication of the Association. Entered as second class matter at the post office at Chicago, 
Illinois, under the Act of March 3, 1879. 
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When selecting a title insurance company, the man of good 
judgment considers the demonstrated soundness of its man- 
agement and the assets back of its policies. 

Title Insurance and Trust Company, with capital, surplus, and 
undivided profits of more than $32,000,000, accumulated 
through conservative management over the last half century of 
its existence, offers in nine southern California counties the best 


safeguard for buyers and lenders. 


TITLE INSURANCE AND TRUST COMPANY 


BAKERSFIELD + SAN LUIS OBISPO + SANTA BARBARA «+ VISALIA + VENTURA « RIVERSIDE + INDEPENDENCE + SAN DIEGO 
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After 608, What? 


If, as many believe now, 608 is not renewed, 
what then? Mr. Massey believes that Section 
207 will do for just about all rental projects 


ARLY in November 1949, several 

prominent newspapers across the 
country carried articles to the effect 
that FHA had called a halt to in- 
suring mortgages involving the con- 
struction of apartment projects in the 
“luxury” class. These articles went 
on to report that FHA would wel- 
come projects in the $45 to $55 a 
month class for one-bedroom apart- 
ments and up to $65 per month for two 
bedroom apartments. They conveyed 
the erroneous im- 
pression that 
FHA’s 608 volume 
had been in “lux- 
ury” type projects; 
the facts of the 
matter are clearly 
to the contrary. 
FHA’s average 
mortgage amount 
under Section 608, 
per family unit, is 
less than $7400 and the average rental 
apartment unit (including all 
sizes of apartments), in 1948 
less than $87; for 1949, this figure 
was than $80. This certainly 
isn’t “luxury” class apartment insured 





M. R. Massey, Jr. 


per 
was 


less 


mortgage financing. 


By MAURICE R. MASSEY, JR. 


In fact, the general objectives of 
Section 608 under the Veterans Emer- 
gency Housing Program, stated by 
the then Commissioner Raymond Fo- 
ley in the beginning of 1947, pretty 
well precluded the prospect of a vol- 
ume of luxury type apartment proj- 
ects; and throughout the entire pro- 
gram FHA national and state officials 
strenuously endeavored to encourage 
rental housing for the lower income 
veterans. There have been a few ele- 
vator jobs and de-luxe garden type 
projects approved in our major cities. 
But these were beamed at higher in- 
come veterans, and by and large, the 
chances are that these will be just as 
successful as the lower rent projects, 
assuming, of course, that there was a 
need for such units in the first place, 
and that suitable locations were se- 
lected. We have had very little luxury 
apartment building in our larger cities 
and there is a real need for this type 
of rental housing in many areas. Sec- 
tion 608—the way it was planned and 
administered—certainly did not be- 


come the vehicle to finance this type 
of apartment building. 

>? GOOD JOB: Early in 1949, Com- 
missioner Franklin D. Richards and 
Assistant Commissioner Clyde Powell 
instructed all field offices to fix rental 
ceilings within which there existed a 
mass market for rental housing. Ap- 
plications beyond these limits were 
discouraged or, if approved at all, had 
close local and national scrutiny as to 
need, location, and sponsorship. By 
early spring, the program was rolling 
and more and more low rent projects 
were being approved in addition to 
those lower rent projects which had 
been encouraged from the very be- 
ginning of the 608 program as a mat- 
ter of national housing policy. 

FHA officials have done a 
creditable job in the rental housing 
field. Richards and 
Assistant Commissioner Powell and 
their staffs have made a great contri- 
bution to the veterans housing pro- 
gram. They have done an efficient, 
business-like job. 

From May 1946 through October 
1949, FHA had processed 7,362 proj- 
under Section 608 for 430,000 
Of these, 127,000 units 


very 


Commissioner 


ects 
living units. 





Quite a bit of interest was stirred up recently by reports 
that FHA had called a halt to financing of new rental 
housing projects in the luxury class. Mr. Massey points 
out that the average mortgage under 608, per family 
unit, is less than $7400 and the average rental per apart- 
ment, including all size apartments, in 1948 was less 
than $87 and for 1949 ran less than $80—"certainly not 
luxury class apartment insured mortgage financing.” 


If 608 isn’t renewed, Mr. Massey believes that 207 can 
do the job and mortgage men should review the facilities 
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and provisions of this Section. He believes, too, that 
Section 203 ought to be streamlined to handle two, three 
and four unit dwellings involving lower rent projects. 
But whatever happens, more lower priced rental housing 
seems sure to develop and, as Mr. Massey says it’s a 
challenge to the private mortgage industry to help pro- 
vide it. He thinks it can and will be done. 


Mr. Massey is vice president of Peoples Bond & Mort- 
gage Company, Philadelphia, and was formerly an assist- 
ant FHA commissioner. 








are completed and 90,000 units are 
under construction. FHA now has 573 
applications in process, involving 55,- 
650 living units 

bil- 


con- 


These figures indicate over 3 


lion dollars in rental housing 
struction. One may readily understand 
rental housing construction was 


1949 building 


why 
a major factor in the 
hoom 


>> PRESSURE OFF: |r 


juite likely, that with this great vol- 


appears 


rental housing construction 
land, the 


sure o: the immediate post war period 


ume ol 


across the extreme pres- 


will have 


The rental 


for rental accommodations 


been eased in most areas 


needs of the upper middle income 
veteran groups will have been sub- 
stantially satisfied as this building 


program is completed 


But there remains a strong demand 


for lower rent housing in all of ow 
cities and an even stronger demand 
for lower rent housing for minority 
groups It is now clearly up to our 


industry to show our colleagues in 
the public housing field what private 
enterprise can do in lower rent hous- 
ing 

608 
last Congress until next March. It is 
the opinion of this writer that HHFA 


ind FHA officials little 


section was 


will lend 


support to a further continuance of 
Section 608; and if strong support 
is not given its continuance by our 
housing officials we cannot. really 
quarrel with their views. Actually, in 
Section 207, there exists a workable 
financing device for every type ol 


rental housing project except the de- 


luxe apartment projects. Mortgage 


bankers should review without delay 
the facilities and provisions of Section 
207 

205 should be streamlined 


and geared to handle two, three, and 


Section 


dwellings involving lower 


FHA officials 


sure that 


four unit 


rent should 
make 


alysis techniques are in line to accom- 
this 


projects 
doubly its credit an- 


modate type of rental housing 


operation. A sizeable volume of busi- 


ness could be soundly 


planned and 


executed under the corporate-bor- 
rower provisions of Section 203. Con- 
struction lenders, however, may prefer 

incor- 
Section 


608, but the fact remains that a sub- 


the insured advance system 


porated in Section 207 and 


stantial portion of this business could 


just as well be done under Section 


203 


4 


extended by the 


FHA officials 


possible ways 


It is believed that 
have already studied 
and means of streamlining operations 
under Section 207 in anticipation of 
the expiration of Section 608. 
>> CHANGE 207: The provisions of 
207 amended 
and regulated to follow the general 
pattern of Section 608 
85 per cent loan value ratio and some 


Section may well be 


with say an 


further streamlining in the underwrit- 
ing process with particular effort being 
made to streamlining the legal opera- 
tion and closing procedures. 

Chere exists a great challenge both 
to our industry and FHA in supply- 
ing this badly needed lower rent hous- 
that mortgage 
readily do than 


ing. It is a certainty 


bankers will more 
their share in meeting this challenge. 


1949 RENTAL HOUSING 
Mr. Massey’s 


housing officials said in 


Anent article, 
government 
a year-end statement that the produc- 


tion of more lower-priced and more 


top 


rental housing was responsible for 
the new record year in homebuilding 
in 1949. The followed a 
joint estimate by the Department of 
Labor and the Department of Com- 
merce that the 1949 total nonfarm 
residential construction would be near 
the million mark, exceeding the previ- 
ous 1925 record of 937,000 units. 
HHFA Administrator Raymond M. 
Foley, FHA Commissioner Franklin 
D. Richards, and William K. Divers, 
Chairman of the Home Loan Bank 
Board, said jointly that the 1949 up- 
“one of 


statement 


surge in homebuilding was 
the most significant trends in home- 
building since the end of the war. 

“The fact that homebuilding in the 
face of a slow start and a predicted 
decline passed 1948's high level dem- 
that the more 
built is to and 
prices,” the officials said. 

“The industry has begun to center 
attention on the 
are to do something 


onstrates way to get 


homes lower costs 


much of its cost 
problem. If we 
about our large area of unmet hous- 
ing need and sustain a high level of 
homebuilding in the years to come, 
the best efforts of both industry and 
government must be directed to an 
increasing degree toward lowering of 
costs and prices. 

“Despite private and public esti- 
mates at the beginning of 1949 of a 
decline of 50,000 to 75,000 units 
under 1948, 931,000 nonfarm 


units were begun, we put under con- 


when 


struction 843,100 units in the first 10 
months of 1949, 28,300 more than for 
the same period in 1948. It now 
seems reasonably certain that the 1949 
final figure will top even the 1925 
record level of 937,000 units. 

“We recognize that housing must 
be related to the types, as well as the 
prices, that more people need. The 
substantially increased volume of 
rental housing in 1949 was important 
in this respect. We still how- 
ever, rental housing at lower rents 
than we built generally in 1949. We 
still have a large number of families 
whose earnings preclude them from 
the benefits of public housing but who 
are unable to buy or rent good pri- 
vate housing even at the somewhat 


need, 


lower prices achieved. We also need 
relatively more moderate and lower- 
priced sales and rental housing for 
larger families compared to the pre- 
ponderance of two-bedroom units 
built in 1949.” 

The three officials that the 
1949 upturn in homebuilding at lower 
number of 


said 
prices resulted from a 
factors. They cited: 

1. Aggressive efforts by both build- 
ers and lenders in the moderate cost 
field compared to the concentration 
on higher priced housing in recent 
years. 

2. Greater productivity and effi- 
ciency by construction labor. 

3. More efficient design and plan- 
ning and greater use of cost-saving 
construction methods, and a lower 
profit margin on the individual unit. 

+. More competition for the buyer’s 
dollar and less competition for mate- 
rials and labor, with the virtual elim- 
ination in most areas of many added 
costs and contingencies of the past, 
such as production delays, overtime, 
shortages of materials and labor. 

). Loosening of the mortgage mar- 
ket, particularly for lower-priced and 
rental housing. 

6. More effective application of 
government financing aids, including 
liberalized FHA terms for lower-cost 
housing and liberal rental financing, 
renewed activity in GI home loans 
whick turned upward in mid-year 
after a long downtrend, and sup- 
port of the mortgage money supply 
through savings and loan associa- 
tions affiliated with the Federal Home 
Loan Bank System and through 
sharply increased home mortgage pur- 
chases by the expanded secondary 
market of FNMA. 
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Banks Must Know More About What It 
Costs Them to Handle Mortgages 


4s is true for other type of lenders, they don’t 
know too much about their costs; and now, says Mr. 
Reckman, is the time for some careful consideration 


OSTERED by a housing shortage 

and full employment at increas- 
ingly higher wages, coupled with an 
abundance of easy credit for mortgage 
investment on most liberal terms, 
housing and mort- 
lending 
reached a very 
high peak of ac- 
tivity in 
The exten- 


recent 
years. 
sion of mortgage 
credit has been a 
one-way strect 
with opportunities 


for both borrower 





W. R. Reckman 


foreclosures at an 
and delinquencies 


and lender, with 
absolute minimum 
few and far between. 

Total mortgage debt of the coun- 
try rose more than $8 billions in 1948 
to a grand total of $52 billion: an 
increase since the end of the war of 
$22 billion. Never before has so much 
money been loaned on homes in a 
comparable period of time. And the 
end does not appear to be in sight, 
judging from the testimony of those 
with legislative responsibility who ad- 
vocate further liberalization of mort- 
gage credit and direct loans by gov- 
ernment at low interest rates. 


>> PERHAPS: Perhaps the high 
prices of real estate and continued 
economic prosperity will be with us 
for a long time to come. Perhaps 80 
or 90 per cent loans made in recent 
years will prove perfectly safe and 
trouble free. Perhaps a long period 
of full employment at high wages 


The author of this article is tackling a question that 
bas been a pretty live subject in MBA meetings for the 
last few years and is likely to get a good deal livelier— 
what does it cost to do business, how much to actually 
put a loan on the books and what is the final net when 
you are through. Mr. Reckman is looking at it of course 
from the standpoint of banks and concludes that these 
institutions, like other type of lenders, do not have all 


the facts at their command. 


Recent studies reveal, be points out, that the cost to 
cover expenses of acquiring and servicing loans and to 


By WILLIAM R. RECKMAN 


will prevail. Perhaps new home own- 
ers will amortize their debts without 
undue concern to themselves and the 
lending institutions. Perhaps mortgage 
rates of 4 per cent and 4% per cent 
will repay amply the lender for his 
risk and servicing costs. Perhaps these 
rates will permit payment of a satis- 
factory return of interest to savings 
depositors. Perhaps these rates will 
permit a reasonable return on the in- 
vested capital of the lending institu- 
tion. The emphasis is on the word 
“perhaps.” 

But again, perhaps this happy com- 
bination of circumstances will not last 
indefinitely. If past experience is any 
criterion, it would be well to plan 
for a period ahead when the 
ability of the borrower to make pay- 


now 


ment as and when due may be 
strained, if not impossible, thereby 
necessitating greater efforts on the 


part of lending institutions to keep 
their mortgage portfolios current and 
It is time to take a good look 
have 
and 
and 


ask ourselves just what bearing this 


sound. 
and observe how rapidly we 
loans in number 


increased our 


amount since the end of the war, 


rapid increase may have on the costs 
involved, what losses may be in pros- 
pect, and the effect on future earnings. 


>> SERVICING END: The trouble- 
free period which we have been en- 
joying in the mortgage field over the 
past several years can easily make us 
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lose sight of the fact that servicing 
a larger volume of mortgage loans can 
become very expensive. Until recently, 
there has been little available infor- 
mation for determining the costs of 
acquiring and servicing mortgage 
loans. Such must of necessity 
vary between lenders and in different 
localities. Some banks have made 
cost studies of their actual loan expe- 
riences and have some idea of actual 
net yield derived from their mortgage 
investments after expenses and losses 
are provided for. For those who have 
not, however, such a study would re- 
veal the need allocation of 
gross income to provide for the cost 


costs 


for an 


of acquiring and servicing loans. 
What it costs to produce, service, 
and provide for losses on mortgage 
loans is an objective worthy of our 
careful consideration at this time. 
Recent studies reveal that the cost 
to cover expenses of acquiring and 
servicing and to provide a 
proper reserve for losses is at least 114 
per cent of the interest received on 
the total portfolio for a current year, 
A bank which received 44% per cent 
return from mortgages would 
show a net return of about 3 


loans, 


g@TOss 
thus 
per cent. 

This cost factor can be considerably 
more if a period of mortgage default 
occurs requiring greater costs of han- 
dling delinquencies and consequent 
losses from foreclosures. It can also 
be considerably less if the handling 
of loans is extremely efficient and the 
kind of loans in the portfolio just do 
not reach a trouble state. 


provide a proper reserve for losses is at least 1% per 
cent of the interest received on the total portfolio for a 
current year. A bank which received 44% per cent gross 
return would thus show a net return of about 3 per cent. 
... Is a net return of 3 per cent sufficient to justify the 
risks entailed in mortgage lending? It isn’t, he concludes, 
if loans are not wisely made and carefully serviced. 

Mr. Reckman is president of The Western Bank & 
Trust Company of Cincinnati and chairman of the com- 
mittee on real estate mortgages of ABA’s Savings and 
Mortgage Division. His bank is a member of MBA. 








Is a net the bank of 3 
per cent sufficient to justify the risks 


return to 


entailed in mortgage lending? It isn’t, 
if loans are not wisely made and care- 


full serviced 

>> ACQI ISITION: Let’s look at 
the components of cost that make up 
the 114 The first 


involves the costs incurred in acquisi- 


per cent estimate 
includes the proportionate 
that the mortgage 

bears to the 
the bank as well as the 
and 


tion It 
share of expense 
department general 
overhead of 
details of interview 
By interpreting these pro- 


a ratio of cost 


immediate 
appraisal 
portionate expenses as 
to the percentage of total income, a 
readily usable and helpful figure is 
achieved 

For 1948, it 
the average cost of producing mort- 


was determined that 
gage business of two large and active 
banks in the New York area amounted 
to approximately one-quarter of one 
Chis estimate was reached 


per cent. 
only after careful cost studies. It in- 
volved the activities concerned with 


acquiring conventional loans as well 


as the slightly larger costs which were 


required with FHA loans and Gl 
loans 
Costs must of necessity vary con- 


different 
as it does in the 


siderably among types of 


lending institutions 
same institution from one year to the 
next-——depending on changed condi- 
tions and revision of bank policy. 
Of additional interest and impor- 
tance to banks in acquiring loans is 
a determination of the cost ratio that 
the premiums paid for the purchase 


of FHA 


erage percentage ol 


loans bears to the total av- 
income trom 
mortgages. The experience of some 
banks in purchasing loans indicates 
this to be a sizable item, and is in ad- 
dition to the regular one-quarter of 
one per cent servicing costs. It might 
be rightfully said that premiums rep- 
resent costs to be amortized over the 
life of the mortgage and, therefore. 
affect little the net 
the investment. 


very return on 
In practice, however, this is not 
In New York, for 


example, premiums thus paid are re- 


apt to be the case. 


quired by the Banking Department to 


be amortized over a period not ex- 


ceeding three years. It is customary 
for banks to absorb premium charges 
in the the acquired. 
When such a procedure is followed, 


year loans are 


the net income from mortgage loans 


during a year of large scale pur- 


6 


chases may be greatly affected. In 
1948, the premium charge-off of one 
large institutional lender amounted to 
the mortgage in- 
come received for the year, and 2.44 
per cent in the case of another large 
lender. This year when ex- 
ceptional effort was placed in obtain- 


2.50 per cent of 


Was a 


ing loans. 





“Now is the opportune time 
to study the costs of mort- 
gage lending and prepare 
for whatever contingencies 
may be ahead. In achiev- 
ing a more intimate knowl- 
edge of the costs of mort- 
gage operations, perhaps we 
can succeed in reducing our 
expenses and losses. Any sav- 
ing thus effected will better 
enable us to make mortgage 
credit available to prospec- 
tive home owners at accepta- 
ble rates of interest and upon 
terms of payment within 
their ability to meet and, at 
the same time, assure a rea- 
sonable return on the risk in- 
volved.”—William R. Reck- 
man. 

e 

These banks undoubtedly believe 
that the when the 
immediate premium 
charges will justify the undertaking, 
but quite a difference results in the 
return on the investment when taken 
in the year they were acquired. The 
actual net return from the mortgage 
banks for 1948 
averaged 0.75 per cent, largely due to 





time will arrive 


absorption of 


portfolio of these 


the premium charge-offs. 

>> SERVICING COST: The second 
the total costs of the 
mortgage activity includes regular ex- 
penses involved in servicing loans that 
have been acquired. Again a propor- 
tionate share of the bank’s overhead 
included as the 
normal duties of interest 
collections, tax reviews, and property 


component of 


expenses is well as 


servicing 


inspections. And what is the ratio 
which this expense bears to the gross 
average income from the mortgage 


portfolio? At least another one-quar- 
ter of cent, if we can be 
guided by the actual experience of 
several active lenders in the mortgage 
field. 
This 
very variable one depending upon the 
efficiency with which the duties are 
performed and the aggressiveness with 
which the servicing effort is main- 
tained. One large lending institution 


one per 


ratio of cost can also be a 


that has continued a cost study of 
mortgage operations for many years 
has found that the combined 
of acquiring and servicing loans, but 
not including premiums for the pur- 
chase of FHA loans, has annually ap- 
proximated one per cent of the 
mortgage income in recent years, as 
distinguished from the approximately 
one-half of one per cent experienced 
by its neighbors. But there has been 
a redeeming feature of this higher 
proportionate servicing cost. It is the 
fact that by placing greater emphasis 
and manpower on the servicing job, 
losses caused by delinquency and fore- 
closures have been considerably re- 
duced—-even to the point of more 
than offsetting its higher servicing 
cost. 

The experience of life insurance 
companies in appraising the costs of 
acquiring and servicing mortgage 
loans gives a further indication of 
what deductions from gross income 
may be required to arrive at our net 
return from the mortgage portfolio. 
An exhaustive study of their mort- 
gage experience has recently been 
completed by the National Bureau of 
Economic Research covering the pe- 
riod from 1920 to 1946. It was found 
that the actual yield on the portfolios, 
before allowances for any losses or 
reserves and giving weight only to the 
costs of originating and servicing, was 
approximately 0.75 per cent less than 
the expected yield as indicated by in- 
come receivable. 

The experience of banks which 
have made detailed cost studies and 
that of life insurance companies points 
up very clearly the fact that the gross 
or expected return on the investment, 
as evidenced by the rate of interest 
charged at the time of granting the 
loan, is considerably different from 
the actual yield which is realized from 
the portfolio after taking into account 
the costs of operations. 


>> LOSS RESERVES: There re- 
mains a final cost factor in the servic- 
ing of mortgage loans which is of 
great significance, and especially im- 
portant during recent years of grant- 
ing loans in a period of rising prices 
for real estate with full employment 
and high wages. It is the need for 
providing for losses when and if a 
change occurs in economic conditions. 
There is some rather reliable data 
to go on in this connection. A study 
made of the mortgage loss experience 
Continued on page 18, column 1) 


costs 
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BIG JOB AHEAD 


By MILTON T. MacDONALD, vice president of MBA and 


vice president, Trust Company of New Jersey, Jersey City 


URING the next seven years at 

least 800,000 heads of families 
in this country will be relieved of one 
life 
under our private enterprise system 


of the great responsibilities of 


namely, the responsibility and neces- 
sity of providing housing accommoda- 
their 
families in a com- 


tions for 
petitive market. 
This fundamental 
change in the so- 
ciological thinking 
of the majority of 
our law makers in 


congress a ppea rs 





to be only the be- 
ginning. Already 
the 
plotting bigger and more far-reaching 
housing not 


M. T. MacDonald 


planners are 


institutionalization of 
only for the alleged lowest 
class but for those further up on the 
economic ladder. Those who oppose 
measures are labeled as reac- 
tionary. We have been continually 
lulled into complacency by those who, 
under the guise of welfare, are for- 


income 


such 


ever pressuring for more and larger 
programs to constantly increase that 
vast army of voters a 
group are willing to 
their hereditary liberties of freedom 
of thought and action for a cut rate 
rent receipt. And never for a moment 
think that the effects of this doctrine 
are not cumulative, for I have seen 
it happen. 


>> IN ENGLAND: This past sum- 
mer I drove along the left hand side 
of 1900 miles of English, Scottish and 
Welsh roads. I counted about a dozen 
single-family private homes under 
construction but on the periphery of 
hundreds of cities I 
thousands of government-built, 
owned and operated housing units, 
with rents of about $25 per month 
for five-room units costing from 
$1200 to $1500 per room to build. 
This public housing policy only goes 
back to the end of World War I but 
it now dominates the whole housing 
scene. Don’t let anyone tell you it 
isn’t cumulative. 

Now look at the mortgage business 


subsidized 


who give up 


towns and saw 


And part of it is right in our own industry in helping 
to educate congress, veterans groups and other seg- 
ments of our national community as to the damaging 
effects of such proposals as direct government lend- 
ing in the mortgage field. Money is a commodity and 
interest rates can’t be arbitrarily legislated but con- 
gress seems not to be aware of that fact. Many of the 
proposals we are faced with today would have been 
laughed at as too visionary for serious discussion 
only a few years ago. Keeping the private enterprise 
system in the American way of life is everybody’s 
business and 1950 may probably be a year in which 
we will all be acutely aware of that fact. Mr. Mac- 
Donald blueprints his ideas here as to some of the 


things we should do. 


in old England—in sorry old Eng- 
land, if you will. Their building so- 
cieties are large, sound and venerable 
institutions—not many in number but 
usually with many branches. Our co- 
operative banks and saving and loan 
associations were patterned after these 
societies. What do they do since there 
is practically no new production of 
mortgages? Their only business now 
is refinancing of mortgages on exist- 
ing structures. These 
gradually taking on the characteristics 
of banks. They now are only 65 per 
cent invested in mortgages instead of 
90 per cent and therefore more liquid. 
Instead of mortgage investments they 
have to buy long-term bonds which 
the government peddles to finance the 
public housing projects—the rate to- 
day'is 3 per cent. But looking ahead, 
they are actually in slow liquidation, 
as the need for mortgage money con- 
diminishes socialistic 


societies are 


tinually in a 


state. 


>> IF THE NATION VOTED: | 
am convinced that if the whole ques- 
tion of public housing were placed 
on a referendum basis at the national 
level, the result would be as decisive 
as was the recent victory at the polls 
in New Jersey. I believe the state- 
subsidized rental housing in New 
York and the subsidized 1% per cent 
mortgage interest rate for 4000 lucky 
prospective home owners in Con- 
necticut could have been beaten at 
the ballot box. 
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Private enterprise, free of the pres- 
sures of the proponents of the Wel- 
fare State, can do the housing job 
on an efficient business-like _ basis. 
With the aid of FHA and VA, free 
enterprise has made a_ tremendous 
showing in both 1948 and 1949. The 
small and inexpensive house market 
is booming. There is nothing to com- 
pare with it in the past 20 years. 

Let’s analyze this boom which is 
bound to lick the housing shortage 
without further subsidy by Govern- 
ment. Back in 1934 the National 
Housing Act was enacted by Con- 
gress: 
>> To stimulate building which had 
become stagnated in the slough of 
depression. 
>> To provide a system of mutual 
mortgage insurance available to pri- 
vate enterprise in order to give the 
home owner a single-package, high- 
ratio, long-term mortgage financing 
at reasonable rates. 

»> To liquefy the long term port- 
folio lender and to make insured 
mortgages negotiable interstate. 
>> To give the home owner a rea- 
sonably well constructed home in a 
properly developed subdivision. 

These objectives comprised the first 
major change in the methods of mort- 
gage financing in a century. In spite 
of many changes in economic condi- 
tions, these objectives are as timely 
today as they were 15 years ago. The 
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FHA insured mortgage is ever becom- 


ing a more sought after investment 


by the long-term portfolio lender. 

The Servicemen’s Readjustment 
Act, as it related to mortgage finance, 
went one long step further in its lend- 
ing philosophy, namely, a_ partially 
guaranteed loan which could be un- 
derwritten with little or no down pay- 
ment 

This single factor, with the rami- 
that out of it, is the 
main motivating behind the 
present boom in house building and 


heations grew 


force 


selling. In general terms, it means in 
most sales in the $5,000-$9,000 price 
range, that there is no cash down 
payment for the veteran and only 


from 5 per cent to 10 per cent cash 
for the non G.I. 


>> PRICE FACTOR: 
a home property 
the 
monthly 
the 
Che 


payment now 


The empha- 
sis on the price of 
more into 
the 


matters, 


is fading more and 
only 
that 


monthly 


background: it is 
carrving charge 
equivalent of rent. 
amount of the monthly 
the 


he USCS 


governs decision of most pur- 


chasers of today not only as 
it relates to the development and lo- 
the house is situated but 
the 


bedrooms, to the number of appli- 


cation Ww here 


ilso as it relates to number of 
ances included and to the amount of 


built-in furniture involved. 


[ do not quarrel too much with 
the philosophies behind this no down 
payment economy that we are per- 
haps quite recklessly diving into, espe- 
cially as it refers to housing. No mat- 
ter how small the equity, the long 
range benefits of home ownership by 
the greatest possible segment of our 
the bul- 


insidious 


population is one of great 
the 
of Communism, Statism and all other 


All those things that create 


warks against growth 
“Isms.” 
the feeling of ownership and _ inde- 
pendence—-capitalism, if you will 

those things that provide the incen- 
tives even to the desirability of own- 
ing a cow or a few chickens 
the Most home 


owners civic 


promote 
American way of life. 
automatically become 


and in turn interested in 
the 


all worthy objectives in my way of 


Conscious 


government at national level 


thinking 
>> OPEN END LOAN: 


another great movement under way 


There is 


which again will be most helpful to 
our new and young group of home 


owners. This is the open-end mort- 


8 


gage which is a device whereby, as 
the mortgage is amortized down, re- 
placements of worn-out or out-moded 
electrical appliances, heating plants, 
gas ranges, etc., may be financed by 
adding the cost to the mortgage bal- 
lance up to its original amount as a 
maximum. This procedure saves the 
home owner from interest 
rates and at the same time improves 
the security of the mortgage. 


usurious 











“Private enterprise, free 
of the pressures of the pro- 
ponents of the Welfare State, 
can do the housing job on 
an efficient business-like 
basis.’-—Milton T. MacDon- 


ald, 











While the FHA and VA have not 
approved the open-end mortgage pro- 
cedure, the State of New Jersey has 
passed a law which allows saving and 
loan this kind of 
financing with certain restrictions. 


associations to do 


Housing legislation is receiving a 
great deal of attention by the mem- 
bers of the 81st Congress. It is a hot 
Washington with 
many pressures being exerted by many 
directed 


subject in today 


groups, most of which are 
toward lowering the cost and carrying 
charges of housing. Many plans are 
crackpot and socialistic in character; 
conservatism does not seem to be the 
order of the day. 

lot of education 
matters. 


revived 


Congress needs a 
in housing and mortgage 
With many new as 
and revised Housing Bills being made 


well as 


ready for introduction or reintroduc- 


tion, the members of both branches 
of government have the opportunity 
not only to learn but to legislate 


wisely. It is my earnest hope that the 
recent European junkets by members 
this will 
produce helpful results. 

The 4 per cent interest rate on VA 
loans is indirectly causing embarrass- 
ment to the Administration. For many 
months, the Federal National Mort- 
gage Association has provided prac- 
tically the only secondary market for 
G.I. loans. The thirty million dollars 
a week that is going out in buying 
these loans comes directly from the 
budget and adds to the current gov- 
ernment deficit and at the moment 


FNMA is a step-child. 


of Congress past summer 


>> CONGRESS MUST LEARN: 
Congress must learn that interest 
rates cannot be arbitrarily legislated, 
that money is a commodity and that 
the rate an insured or guaranteed 
loan demands, is directly tied to and 
bears a definite relationship to the 
money market and to the long-term 
yield on government bonds. 

Veterans’ groups and those inter- 
ested in veterans’ welfare must learn 
and believe in these simple economics 

their thinking and philosophies 
should be elastic and in tune with the 
realities of the economic 
phases through which we pass. 


various 


Nineteen forty-nine has been an- 
other successful year in the mortgage 


and real estate fields. During the 

past year 

>> The average FHA new home 
mortgage loan dropped from 


$7400 to $2900. 

>> The rate of production of hous- 
ing has been high. 

>> The cost of housing has declined. 


>> Mortgage money has been in good 
supply at reasonable rates. 
What can we in private enterprise 
look forward to for 1950 and what 
should we strive to accomplish? I 
believe we all should try 
>> To continue to use all our in- 
genuity to provide better housing 
at lower prices for the lower in- 
come and racial minority groups. 
The latter group presents a special 
challenge to our industry. 
>> To assiduously and courageously 
guard against and actively com- 
bat any further inflation in our 
economy and any further lower- 
ing of the purchasing power of 
our dollar. 
>> To continue to provide through 
private enterprise the capital 
needed to temporarily finance the 
construction and to permanently 
invest in the long-term obliga- 
tions of housing of all types at 
reasonable rates. 
>> To do everything in our power 
to preserve the tenets of our free 
enterprise system, to continuously 
guard our freedoms against the 
encroachments of those who 
would socialize and institutional- 
ize the cornerstones of our way 
of life and to intelligently assist 
and cooperate among ourselves 
to achieve the eventual goal of get- 
ting government out of business. 
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TO OQUR MEMBERS 

Since my last letter, a number of important 
developments have occurred. I have made two 
trips to Washington and have called an Executive 
Committee meeting there for Sunday, December 
18th, for further consideration of various legisla- 
tive problems that will be confronting our Associa- 
tion soon after Congress convenes. In my opinion, 
the mortgage industry has many 
serious problems confronting us 
at this time, some of which I 
cannot discuss in detail here 
but I do want our membership 
to know that the entire legisla- 
tive situation is receiving our 
active attention. 

During a recent visit to Wash- 
ington a responsible source 
pointed out to MBA _ repre- 
sentatives that, at the moment, 
HOLC is servicing its remaining loans for $9 per 
annum, whereas FNMA is paying '2 of | per cent 
servicing fee to servicers. He explained that the 
average sized mortgage sold to FNMA is $6400, 


R. O. Deming, Jr. 


thus the servicing is costing an average of $32 per 
year, or a difference, according to figures submitted 
to the Budget Bureau, of $23 per loan between the 
servicing costs of the two agencies. This official said 
he did not know how long this situation could exist. 
I mention this to our members now for their serious 
consideration so they may weigh the possible effect 
if FNMA servicing should be changed or with- 
drawn at some future date. 

We were also advised that FNMA officials are 
now attempting to draft some kind of restrictive 
program while they still have credit available in an 
effort to slow down the volume of applications 
now being received. Such a plan might possibly 
limit acceptances to loans located within 25 to 50 
miles of the home office of the originator or possibly 
restrict, by regulation or otherwise, the type of 
loan purchased based upon a stricter valuation of 
the credit risk. Commitments for future delivery, 
if purchased now, would not be affected by future 
changes in the regulations. I mention these two pos- 
sibilities affecting many of our broker members’ op- 
erations so they may be giving consideration to them. 

We in the mortgage brokerage end may have 
been following the Primrose Path which could end 
shortly based upon possible restrictive regulations 
of FNMA. It is indeed time for us to stop, look 
and listen. We should be thinking about expanding 
the G.I. market through negotiation and sale of G.I. 
loans to individuals upon an annuity investment 
basis. I particularly urge your consideration of this 
suggestion because I think it has possibilities. 

The VA Property Section had previously an- 
nounced that, upon acquirement of title to the real 
estate behind the VA loan, all fire insurance policies 
would be canceled, return premium credited to the 


The Mortgage Banker for January, 1950 


President's Page 


VA investment and, further, that properties held by 
VA would be self-insured. The instructions now 
from Washington to Field Offices are that fire insur- 
ance policies in force at the time of acquirement 
will be permitted to run to their expiration date but 
the property will then become self-insured. Here 
is a problem which needs serious consideration on 
the part of all who handle G.I. mortgages. 

The recent change in VA regulations to permit 
a charge of | per cent to the veteran as originating 
expense is a constructive one; and Washington 
Counsel Samuel Neel, through his able presenta- 
tion of this problem to the VA, has been most help- 
ful in bringing it about. This | per cent is ap- 
plicable only to the full charges as made to the 
veteran and does not involve charges made to 
builders or owners of the property being sold to the 
veteran, provided they are neither directly nor indi- 
rectly passed on to the veteran but represent true 
real estate sales expense. This interpretation has 
been verified from responsible VA sources in Wash- 
ington and I call attention to it here in order to 
clarify it in the minds of all members. Some of 
them have apparently been confused in their inter- 
pretation. 

Under the able leadership of Chairman W. A. 
Clarke, the preliminary work on the proposal look- 
ing toward the establishment of a private-capital 
FNMA is progressing and considerable interest has 
been aroused among sources financially able to 
carry out this program if enabling federal legislative 
action can be secured. This program holds great 
possibilities for the mortgage field; if successful, it 
will mean less dependency on the part of the mort- 
gage broker on a federal market for G.I. securities. 

Our Chicago Office is being continuously solicited 
for the names of possible outlets for G.I. loans. We, 
of course, have no such facilities within the organi- 
zation to properly answer these inquiries. Possibly 
the best solution is for our members, as individuals 
and as a group, to attempt to enlarge the G.I. mar- 
ket with institutional investors and private indi- 
viduals as well—among all investors who have funds 
now being invested in long-term bonds. These peo- 
ple should be educated to the attractiveness of the 
G.I. mortgage for increased income with its absolute 
security based upon the federal guarantee. 

Under the able leadership of E. R. Haley, our 
membership campaign is making excellent headway. 
We now have more than 59 new applications and 
have lost only a small percentage of last year’s mem- 
bership, thus showing a substantial net gain. I ear- 
nestly request the assistance of every member in this 


campaign. 
a ¢ 


President 
Mortgage Bankers Association of America 
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WHAT WILL FHA-VA BAN 
ON COVENANTS MEAN? 


Maybe a great deal eventually but 


at the moment no drastic changes 
seem ahead as result of the policy 


HEN Solicitor General Phillip H 
that 
use of 


Perlman announced “any 
the 


restricted on the 


property occupancy Oo! 


which is basis of 


race, creed or color” would be in- 


eligible for any federal financing aid, 
reaction seemed to be 


Administration 


first general 
that this 
on behalf of minority group housing 
the 


bar- 


new move 
more 
than the 

Actually, as the statement 


might cause changes in 


economy government 
gained for 
is studied and re-studied and its ulti- 
mate effects been weighed, it begins 
to appear that the new policy is likely 
at this time 


Richards 


amendments do 


to make little change 
FHA Commissioner de- 
that “these 


not attempt to control 


clared 
owner in 
tenants he shall 


shall sell his 


any 
determining what 


have or to whom he 


property.” 


But for the mortgage industry, the 
move does have tremendous signifi- 
cance if for no other reason that it 
is sull another indication of how de- 


the government is to do 


within its 


termined 


everything power to im- 
housing for our minority 
FHA Commissioner Richards 
Tue MorTcact 


month 


prove 
groups 
told readers of 
BANKER last 
regards the problem and how FHA 


how his agency 
experience adds up to the conclusion 


that race is not a factor in mortgage 
experience 
Until the 


clearer and 


whole matter becomes 
a better idea can be se- 
cured as to the actual affects of the 
Ne 2 <* 


and-answer analysis seems a 


new policy, U. S. question- 
safe in- 


terpretation to accept: 

Will borrowers have 
ing to this new condition when they 
get an FHA-insured loan? 

Yes. Each FHA 


contract will contain this clause after 


to agree in writ- 


mortgage-insurance 


the new rules go into effect, probably 


by the end of next February. 


*U’. S. News and World Report, an independent 
weekly magazine on national and international 
affairs published at Washington, D. ( Copyright 


1949 United States News Publishing Corp 
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Does that limit the borrower's right 
to sell or to rent his property? 
FHA insists that it does not, in fact. 
FHA that not 
need to agree 
who makes an offer or meets 
not to 


says a borrower does 


to sell or rent to any 


person 
He merely 


his terms. agrees 


sign and record an agreement re- 
stricting his property, on the basis of 
color, race or creed, during the life- 


time of an FHA or VA-backed mort- 
on the property. 


gage 


should 


an offer to buy in a white 


What if a Negro, for example, 
make 
neighborhood? Would the borrower 
be required to sell? 

Here, again, FHA says not. The new 

rules will not affect a borrower’s own 

decision on whether to sell or not to 


sell. But he could not enter into a 
formal written covenant not to sell 
under the circumstances. On_ the 


other hand, if he wanted to sell, he 


could do so. 


What, then, is aim of agreement? 

Che purpose is to go one step further 
than the had 
breaking restrictions on 
and rental of properties to certain 
groups. The U. S. Supreme Court 
had ruled last year that such restric- 
tive covenants limiting sale were not 
but could not 


Government gone in 


down sale 


illegal in themselves, 


be enforced in the courts. 

Didn’t that decision end it all? 

No. Not by a long way. Many cove- 
nants remained, even though unen- 
forceable in the Banks and 
other lenders often would not make 
loans because there might be a cloud 
on the title if property were sold in 
violation of covenants, even though 
the covenants could not be enforced 
In one way or another, 
covenants have continued to be made 


courts. 


in court. 


since the Supreme Court decision. 
But a property owner is not bound, 
legally, by any racial covenant. Ac- 
tually, he whomever he 
wishes, so long as necessary financing 
arranged. 


can sell to 


can be 


existing 


Does this 


covenants? 


new rule affect 
No. The new rule will apply only to 
properties on which restrictive cove- 
nants are recorded after the effective 
date. FHA or VA-backed loans still 
can be obtained on property where 
covenants existed before that date. 


Are present loans affected? 

No. Outstanding FHA and VA-in- 
sured or guaranteed are not 
affected in any way by the new policy. 
That is, if these old loans 
involving recorded cove- 
nants, no action taken by 
FHA or VA. They do not violate the 
new regulations. 


loans 


are on 
property 
will be 


What if the new rule is violated? 
If a 
covenant in 
ment, then his 
jeopardy. He might face a foreclosure 
of his mortgage. 


borrower enters into a written 
violation of his 


may be in 


agree- 


loan 


But who will enforce the new rule? 
The lender together with FHA or 
VA. Suppose, for example, that FHA 
receives a complaint that the holder 
of an insured-mortgage loan has vio- 
lated the new rule on covenants. 
Then FHA might move in to investi- 
gate. If the complaint was upheld, 
the lender would be given the right, 
if he wanted, to declare the unpaid 
balance of the mortgage immediately 
due and payable. That could result 
in the borrower’s losing his loan and 
his property. This possibility is ex- 
pected to bring wide compliance with 
the rule. 


Must segregation end in FHA-insured 
apartments? 

FHA says that owners of apartments 
still will be able to select their own 
tenants. No effort will be made, ac- 
cording to FHA, to force apartment 
owners to rent to any particular 
group. 


Is public housing affected by the 
change in rules? 
No. Local authorities are given the 
right to say who can be tenants in a 
particular public-housing unit. Pub- 
lic-housing law contains no provision 
that these projects must be open to 
all people, regardless of race, creed 
or color. Attempts to insert such a 
provision were defeated in Congress. 
But public-housing projects must not 
discriminate against any minority 
Continued on page 19, column 2 


The Mortgage Banker for January, 1950 


[’ 1949 WE were hailing the start 
of the largest number of new houses 
on record. But we cannot blink the 
fact that so-called private housing 

against a 100 cent increase in 
public housing from 17,000 to 35,000 
is no more, and may be slightly 
1948. Moreover an in- 


per 


units 
less, than in 
creasing proportion of this so-called 
private market—from about 35 per 
cent in 1948 to at least 40 per cent 
in 1949——is dependent upon mortgage 
insurance, guarantees, and purchases 
of mortgages. In 1950 public housing 
will go close to 80,000 family units: 
and, with FHA activity continuing at 
high steam and FNMA providing a 
forced draft for veterans, 
the dependence of the market upon 
government aids will be greater than 
1949. 


tively, 50 per cent of the total will 


loans to 


it has been during Conserva- 
be under direct government influence. 

At the same time, private equity 
investment as a the mort- 
gage market has all but disappeared. 
In the the 
housing has come under government 
than 


force in 


years since war, rental 


influence to a greater extent 
FHA 
accounted for 70 per cent to 75 per 
cent of the started 
during 1949; and I doubt that any- 
one will argue that equity investment 


even sales housing. activities 


apartment units 


was an important factor in a mort- 


gage insured under Section 608. 


Despite the current 


this activity and the possibility—per- 
haps real—that it will not be con- 
tinued after next March, there are 


still enough applications under ex- 
amination or committed on to assure 
almost a duplication of 1949 
formance. 


per- 


Moreover, if Section 608 is allowed 
to lapse, we are likely to get a resur- 
rected and liberalized Section 207 
backed by FNMA, or perhaps, the 
addition of direct loans to coopera- 


tives. 

Under these conditions the judg- 
ment of lending institutions is not 
likely to prove any more potent an 
influence than that of the equity 
holder. The institution will follow 


the official policy or find its function 
supplanted by FNMA or more direct 
methods. In fact, to no small degree 
it has already been supplanted. 
Thus, more than any year in the 
past, the outlook for housing in 1950 
will be overshadowed by questions of 
government policy; and the shadow 


falls far into the future. For a con- 


restriction of 


THE ANSWERS IN 1950 WILL 
BE POLITICAL ANSWERS 


No matter how we think, plan or act, 
the answers to most of our questions 
about 1950 rest with our government 


By MILES L. COLEAN 


Consultant on Construction and Mortgage Finance, Washington, D. C. 


siderable period ahead, the housing 
market will feel the impact of po- 
litical much as—and per- 
haps even more than—it will feel the 


impact of economic forces. 


forces as 


This situation gives the market a 
peculiarly artificial and unpredictable 
quality and in large part, no doubt, 
accounts for the uncertain feeling 
that people have toward the future. 

For instance, who can be sure that 
Section 608 
tended beyond March or what new 
kind of economic benzedrine will be 


will or will not be ex- 


administered in its place, or whether 
the dose will come in time to affect 
Spring building? What rate 
will be allowed on GI How 
much competition will be offered by 
FNMA? When rent control be 
terminated and the 
effect on the rental when it 
How fast will the public 
housing program unfold? What in- 
fluence — if any——on values, on in- 
vestment, on city organization, is to 
be expected the 
essay at urban redevelopment? 

All such questions have a profound 
bearing on the lending business. We 
cannot plan definitely until we know 
Yet the answers are not 


interest 


loans? 


will 
what will be 
market 


comes? 


from government 


the answers. 
economic answers but political an- 
swers. They are made in legislative 
halls or administrative offices, not in 
the market place. At worst they re- 
flect decisions as to what is politically 
expedient or politically feasible. At 
best, they reflect the judgments of 
politicians and their ad- 
visors as to what the people ought 
to have. But they are not the kind 
of direct indi- 
vidual borrowers want and what the 


economic 


decisions as to what 


lending institutions think is sound, 
upon which credit transactions have 
historically been carried on. The 


basic decision now may be made be- 

fore the negotiation is begun. 
Because of all this, our role in the 

future must in no small degree be 
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a political role, or at least a_politi- 
cally conscious one. We must keep 
informed as to what is happening 
amid the 
and try to regain some influence over 
We should study the 
political issues and motives, evaluate 
the pressures, and become politically 
articulate. We should _ particularly 
spare no effort to tell borrowers about 


confusions of Washington, 


our destiny. 


the manner in which the credit sys- 
tem operates and the importance of 
maintaining a free credit system. 
More than this, it is that 
something was done to remove the 
impediments in state regulatory legis- 
lation that tend to retard private ac- 
tion and to increase dependence upon 


time 


the federal government. It seems 
amazing to me, for instance, that 
after 15 years of experience with 
FHA’s Title I, the states have not 


been pressed to permit this kind of 
lending without the FHA prop, or to 
ease the restrictions on loan-to-value 
for amortized loans, or to simplify 
foreclosure and title practices. Some 
action along these lines is vital, not 
only to prevent further resorts to Fed- 
eral “aids” but to give the market 
machinery the lubrication it 
have to function fully and freely. 

I can foresee the possibility of a 
long continued high level of demand 
for private housing and for the mort- 
gage funds needed to finance it. But 
I am convinced that that possibility 
will be achieved only if conditions are 
such as to encourage the exercise of 
initiative by private industry and pri- 
vate that 
government cannot provide a substi- 
tute and that, in the long run, gov- 
ernment’s supports and aids_ will 
blight and destroy initiative and 
diminish activity. The fullness of the 
future, the validation of the prospect, 
therefore, depend upon the attitude 
that we take toward present trends 
and the vigor which we give to their 


must 


finance. I am convinced 


guidance. 








UE 4 Activitiee— Meetings 


TOP RANKING AUTHORITIES TO SPEAK AT 
MBA-NYU EXECUTIVES COURSE THIS MONTH 


MBA’s 5th 


Course at 


Members 


Senior 


attend 


Executive 


who 
annual 
New York University, January 31 to 
February 2, will have an opportunity 
to sit in on, and participate in, a 
broad scale review of the whole pan- 
orama of economic trends and de- 
velopments today and tomorrow, so 
secure a comprehensive 


they can 


background for evaluating and ap- 


praising the practical problems they 
meet day business 


Che 
on the Business Cycle and the Build- 


In every 


program for this Conference 


Thomas 
Che 
Manhattan Life Insurance Company, 
New York, 


list of subjects, each vitally important 


ing Cycle, just announced by 
P. Lovejoy, first vice president, 


includes a_ well-rounded 


today to every mortgage man; and 


to match each subject, an authority 


of recognized importance has been 
selec ted 
Chis Course begins with a dinner 


session on January rl, at whi h will 
also be present members of the New 
Jersey MBA 


chairman of the President’s Council of 
Advisors will speak. Then: 


February 1 
Outlook.” 


Long-Term Prospects for the Ameri- 


Leon Keyserling, acting 


Economic 


Vorning Session, 


“The Economic 


can Economy by Martin Gainsbrugh, 
Chief The National In- 
dustrial Conference Board. 


Economist, 


Can the Government Curb the Busi- 


Dr. Jules Backman, 
New York 


Cycle? by 


Economics, 


ness 
Professor of 
University. 

Commodity Prices, Labor Costs and 
the Building Outlook by Dr. Solomon 
Fabricant, Professor of Economics, 
New York University. 

Afternoon 
“The Building Cycle and 
Home Ownership.” 


Session, February 1 


Trends in 


Population Trends and Their Eco- 
nomic Implications by Philip Hauser, 
Acting Director of the Bureau of the 
Census. 

Changing Trends in Home Owner- 
ship by Dr. Herbert Dorau, Professor 
School of 
New York 


of Economics, Graduate 


Business Administration, 
University. 

Irends in the Financing and Leas- 
ing of Income Property by Paul 
O’Keefe, James Felt & Co., Inc. 

Dinner Session, February 1 
Speaker: Dean G. Rowland Collins. 

Morning Session, February 2 
“The Financial Outlook.” 

Long-Term Interest Rates by Dr. 
Jules I. Bogen, Professor of Finance, 
Graduate School of Business Adminis- 
tration. 

Dr. 
Eco- 


and Local Taxes by 
Newcomer, 


Vassar College. 


Federal 
Mabel 


nomics, 


Professor of 
Session, Februar) 2 

“Devaluation: What It Means for 
America” by Dr. Marcus Nadler, Pro- 


Luncheon 


fessor of Finance, Graduate School 
of Business Administration. 

The MBA-NYU effort is headed 
by Mr. Lovejoy who is vice chair- 
man of our Educational Committee 
in charge of this section of our activi- 
ties. The committee is headed by 
Norman H. Nelson, St. Paul, with 
W. L. Leighly in charge of the North- 
western University Mortgage Banking 
Seminar section. Other members in- 
clude Jack D. Merriman, Kansas 
City; Harold F. Whittle, Los Angeles; 
Robert H. Pease and Ward Gaunt- 
lett, Chicago; Andrew S. Love, St. 
Louis; Paul P. Swett, Jr., Baltimore; 
W. R. Bryant, San Francisco; C. 
Armel Nutter, Camden, N. J., and 
Stanley Fosgate, Miami, Fla. 


MBA N.Y. CONFERENCE 
IS SET FOR APRIL 10-11 


As a companion piece to our first 
big regional meeting in Chicago Feb- 
ruary 23-24, MBA will also sponsor 
a similar meeting in New York at the 
Commodore Hotel April 10 and 11. 
The Chicago meeting will be our 
Mid Winter Mortgage Conference 
and the New York meeting our East- 
ern Spring Mortgage Conference. 
Supplementing these two conferences 
will be our expanded program of 
smaller regional clinics, dates and 
places for which will be announced 
soon by W. A. Clarke, chairman of 
the Clinic Committee. 

The nation-wide schedule of MBA 
meetings this year is the most com- 

(Continued on next page) 
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TITLE BUILDING 





We are pleased to announce that we | 


are now issuing title insurance policies in 


NORTH CAROLINA 
Issuing agencies have been established in 


Asheville, Charlotte, Durham, and Raleigh. | 


| THE TITLE GUARANTEE COMPANY 


GUY T. 0. HOLLY DAY, President 


We also issue policies in Delaware, Louisiana, Maryland, South Carolina, Texas and West Virginia 


BALTIMORE 2, MD. 
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UE A Activities — Membership 


MEMBERSHIP CAMPAIGN GETS INTO FULL 
SWING; DRIVE PASSES PREVIOUS YEARS 


Chis Association year could well be 
the banner one of all time as far as 
new members are concerned and 
will be if present plans of the Mem- 
bership Committee headed by E. R. 
Haley of Des Moines materialize to 
the extent anticipated now. The Com- 
mittee’s objective is to round out the 
Association’s membership in a way 
that has not been possible during re- 
cent when growth has been 
rapid. 

Systematic presentations of the ad- 
vantages of MBA membership will be 
made to all segments of the mortgage 
lending and investing fields in an 
effort to make each group fully rep- 
resentative of its classification and 
thus make the Association itself more 
fully representative of the mortgage 


years 


industry as a whole. 

First effort in the drive was a thor- 
ough canvass of mutual savings banks 
in Massachusetts and New York 
where recent legislation permits na- 
tion-wide FHA loans. 

MBA’s mutual savings bank section 
in recent years has assumed greater 
importance than ever before. 

Next step has been a careful pres- 
entation to those title insurance com- 
panies not now members; and here 
again the effort is meeting with con- 
siderable 

Another step will be a careful solici- 
tation of FHA approved mortgagees 
to be followed by a canvass of com- 
mercial banks. More than 200 com- 
mercial banks, some among the oldest 
and largest in the country, are now 


investment in 


success. 


NEW YORK CONFERENCE 
from preceding page) 


prehensive ever planned and is de- 
signed to make it convenient for 
every member to attend at least one. 
The large Chicago and New York 
meetings will not conflict with the 
smaller regional meetings since their 
programs will emphasize trends and 
developments at the policy-making 
level while the smaller meetings will 
concentrate more on the actual Oop- 
erational side of the business. Thus, 
the Clinic committee believes that it 
will be to the advantage of every 
member to attend either the Chicago 
or New York conference and at least 
one of the smaller meetings. 


have 
not 


members and many of them 
been for a long period. It 
anticipated that all of the more than 
15,000 banks in the country could 
become members or even a large part 
those institutions 


was 


of them: but for 
which maintain comprehensive mort- 
gage and real estate departments or 
are active in mortgage lending, the 
committee believes that MBA affilia- 
tion is decidely worth-while. 
Recently Mr. Haley, in effect, ap- 


pomted every MBA a member of 
his committee and sent each one a 
copy of the new Association mem- 
bership booklet, Design for Doing, 


Developing and Delivering More 


Mortgage Business, with a_ request 
that he select the best prospect he 
knew not now a member and send 


him the booklet with a personal let- 
forth 


ter setting the advantages he 





eeeFOR 
DOING 
DEVELOPING 
DELIVERING 








This is the new membership booklet 
which Mr. Haley’s committee has just pub- 
lished outlining the advantages of MBA 
membership. Each member has received a 
copy with a request from the Committee 
to send it to the best prospect he knows, 
accompanied by a personal letter enumerat- 
ing the advantages he has received from 
membership. 
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had secured from membership. Mr. 
Haley pointed out that this was the 
most effective type of membership 
solicitation because no type of pres- 
entation can quite equal the appeal 
of one man who is satisfied with some- 
thing telling another about it. 
Members are cooperating and the 
Membership Committee hopes this 
part of the campaign will be the 
means for some effective solicitation. 
One of the principal points which 
the Committee is emphasizing in this 
year’s campaign is the threat of di- 
rect mortgage lending which almost 
became a reality last fall and appears 
sure to re-appear in next session. 
Based upon the conviction that once 
federal direct lending begins, it will 
mean the beginning of the end of 
the private enterprise system in mort- 
gage banking and probably the start 
of what will amount to nationaliza- 
tion in our industry, the Membership 
Committee is urging the affiliation of 
non members on the basis that what 
the industry very much needs is a 
fully representative group. The solici- 
tations are making it clear that MBA 
its efforts and 
There is no valid 


will use all resources 
to halt this trend. 
excuse for direct government lending; 
and whatever need may have im- 
pressed some a year ago has disap- 
peared now. 

As of now, new members admitted 
tetal 59 as against 52 on February | 
last year so we are about 2 months 
ahead. New members not previously 
announced include: 

CALIFORNIA, Bakersfield: Bakersfield 
Mortgage Company. 

INDIANA, Lafayette: 
Inc. 

COLORADO, 
ton & Company. 

IOWA, Des Moines: Harold J. Craw- 
ford, Attorney; Jester & Sons; and Na- 
tional Company of Iowa. 


Price & Price, 


Denver: MclIntosh-Bar- 


KANSAS, Wichita: Reserve Building 
and Loan Association. 
MASSACHUSETTS, Boston: Charles- 


town Five Cents Savings Bank. 

MICHIGAN, Detroit: City Bank. 

MISSISSIPPI, Jackson: A. W. Ma- 
gruder Agency, Inc.; Hattiesburg: J. Ed 
Turner, Realtor. 

MISSOURI, St. Louis: 
& Co.; and Modern Real 
Company. 

NEBRASKA, Lincoln: Woodmen Acci- 
dent Company. 

OREGON, Eugene: M. S. Christianson. 

PENNSYLVANIA, Pittsburgh: Potter 
Title and Trust Company. 

TENNESSEE, Memphis: The First Na- 
tional Bank of Memphis; National Bank 
of Commerce in Memphis; and Union 
Planters National Bank & Trust Company. 

TEXAS, Corpus Christi: Carroll Jones 
Company. 


Charles Kahn 
Estate Loan 
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DECENTRALIZATION DIDN’T MATERIALIZE AS 
PLANNED, CHICAGO MBA MEMBERS TOLD 


fen vears of the greatest industrial 
expansion in our history has led many 


to believe that decentralization of in- 


dustry was largely a fallacious theory 
und, in the sense that it was earlier 
conceived, simply has not occurred 


( harles (; Fede ral Re 


MARC WILE IS ELECTED NEW 
MEMPHIS MBA PRESIDENT 


Mare Wile, president of Mare Wile, 
Ine was clected 


Memphis MBA at the 


Wright of the 


president of the 


issociation’s an- 


Richard 


nual meeting, succeeding 

Holladay, of Marx Bensdorf, In 
Other new officers are James E. Mc- 
Gehee, James E. McGehee & Co., vice 
president ind Robert Metcalf Ir., 


Mortgagt & Trust Co., se 


retary-treasure! 


MBA 


Csuaranty 


President R. O. Deming in 


his address, said Che national or- 
ganization this year plans to oppose 
direct government lending and rally 


small business men in a fight against 
Socialism in this country 
‘We plan a 


passage of the 


special fight against 
Sparkman Bill 


Congress. It is a toe in 


now 
pending in 
the door to direct Government loans.” 

MBA Vict Milton T 
McDonald 


‘l drove 


President 
said 

1900 Eng- 
a full 
put up 


miles through 
and last Summer and didn’t se« 
being 


dozen houses 


but | 


private 
saw hundreds of public housing 


projects See pa 
prom ‘ ake 






‘LAND TITLE’ 


SERVICE 
COVERS 


OHIO 





BRANCHES 







serve Bank of Chicago, told members 


of the Chicago MBA at their Fall 
meeting 


from large 


‘Decentralization away 
industrial areas seems not to have 
materialized [The 24 largest indus- 
trial counties in 1930 had 38 per cent 
of the nation’s wage earners. In 1947 


About 60 


located in 


they still had 37 per cent 


plants 


per cent of all 


metropolitan areas during the post- 
war period were placed in the central 
rather than in the 

In the case of Chicago, heavy 


city suburban 
arcas. 
investments in basic steel and petro- 
investment 


but 


have caused much 
outside the 
nevertheless within the previously 
established industrial sections. In spite 


of this fact, 57 per cent of all new 


leum 


to be central city, 


postwar industrial construction has 
taken place inside the central city 
proper. Clearly, industry is gregari- 


ous, and is no happier living like a 
hermit than is man himself.” 





Seen at the Chicago MBA Fall Meeting: Left to right: Paul R. Abrams, City National 


Bank & Trust Co.; Howard E. Green, Great Lakes Mortgage Corp.; Ferd Kramer, Draper 
& Kramer, Inc., and MBA board member; and A. E. Wigeland, City National. 





MBA Secretary George H. Patterson and 
Art Youngberg of Youngberg-Carlson Co. 
Harold F. Yegge (left, right photo), Henry 


a? 








IN CINCINNATI - DAYTON - ELYRIA - MEDINA - PAINESVI 


PLAIN DEALER BLDG., CLEVELAND ww CHERRY 3720 


Photos, Real Estate News, Chicago 
P. Kransz Co., with Charles G. Wright, 
of the Federal Reserve Bank of Chicago, 
speaker at the Chicago meeting. 


LAND TITLE 


GUARANTEE .2¢TRUST CO. 


C= 


ee \ 
LANDTITLE 
| \CUARANTEE 
Ws 
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DETROIT MBA MEMBERS IN 
COURSE IN FHA PROCESSING 


A meeting which Detroit MBA 
officers concluded had accomplished 
more practical good than any event 
the had 
many years was the Association’s re- 


organization sponsored in 
cent educational conference on FHA 
lending. Specifically, the conference 
was held to explore every phase of 
FHA lending, to find out where the 
delays in processing are and how they 
can be cut, and to investigate the im- 


proper preparation of loans. The 
Association called the meeting for 
the Book-Cadillac Hotel and nearly 


+00 from Detroit MBA member firms 
attended, and the group included all 
classes of personnel (See cover). It 
was thought to be the largest such 
local educational meeting yet held in 
the mortgage industry 

The whole project was conceived 
and sponsored in cooperation with 
the FHA Michigan State office. FHA 
was represented by George W. Zinky, 
Michigan State Director, and Harry 
M. Steffey, Assistant Director, 
presided at the 
brought along their 
Each indicated the common errors of 
and and what 
done them. The 
mortgage 


who 
They 
heads. 


conference. 
section 
omission commission 
about 
valuation, 


should be 
architectural, 
risk, mortgage insurance, 
commitments and other 
FHA were represented. Following the 
presentations, a question and answer 


receiving, 
sections of 


period ensued. 

The affair was judged by Charles 
P. Besancon, president of Detroit 
MBA, Hans Gehrke, vice president, 
and Joel K. Riley, secretary-treasurer, 
as about the most practical meeting 
the group has sponsored in years. 

Detroit’s 20th annual banquet was 
December 8th with FHA Commis- 
Franklin D. Richards as the 


principal speaker. (See page 16) 


sioner 


JAMES E. ROBY ELECTED 
NEW ILLINOIS MBA HEAD 


James E. Roby of Decatur 
elected president of the Illinois MBA 
at their annual meeting in Decatur, 
succeeding F. Jay Decker of Peoria 
A. H. Seise, MBA board member, 
Rockford, and Everett J. McConnell, 
Decatur, were named vice presidents, 
Harold S. Hurst, Peoria, was named 
and treasurer. Directors 


was 


secretary 


Sears eyes 


7) 
Saat 
es 


UR ars 





Recently members of the St. Louis MBA set forth to make a first hand inspection of 
the highly industrialized metropolitan area which includes a portion of Southern Illinois. 
As guests of the Terminal Railroad Association, they toured the line, viewing the com- 
mercial and industrial sections, and then repaired to Falling Springs, Illinois, for a picnic. 
The Association had about 100 per cent attendance for the affair; and among them were 
(left to right) Gordon P. Henderson, L. L. Seeman, secretary, W, I. Christopher, ad- 
visory committee, W. I. Christopher, Jr., George F. Altman, president, Joseph H. Schenk 
and S. R. Kinsella, advisory committee, Quentin P. Alt and James W. Chilton. 

* 


G.I.s IN LOAN DEFAULT 
GET INSURANCE DIVIDEND 


More than half a million veterans 
who owe the government money be- 
cause of over-payment on subsistence 
allowance or other veterans’ benefits 
or other reasons, may find all or part 
of their share of the special dividend 
National Service Life In- 
deducted to cover their 


on. their 
surance 


elected include Leo Lutz, Springfield, 
Howard Meadors, Chicago, and Jack 
Noel, Champaign. More than 75 at- 
tended the state convention. Speakers 
were Robert Terhune, district FHA 
director, Harry Grant Atkinson, 
American Institute of Real Estate 
Appraisers, Fred B. Huebenthal, pres- 
ident, Illinois Association of Real Es- 
tate Boards, Hoyt M. Dobbs, Franklin 
Life Insurance Company, Dr. R. M. 
Nolen of the department of commerce, 
University of Illinois, and Frank J. 
McCabe, Jr., MBA director of edu- 


cation and research. 
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IN BALTIMORE, MARYLAND AND VICINITY 


Lawyers Title Insurance 


Corporation 
(RICHMOND, VIRGINIA) 





REPRESENTED BY 


Real Estate Title Company 


INCORPORATED 


Lexington 3212-13 





debts. But it will not be possible to 
withhold the dividend to a veteran if 
he is in default on a VA home loan, 
T. B. King, director, loan guaranty 
service, has ruled. MBA Washington 
Counsel had suggested that such ac- 
tion would be proper but the VA is 
powerless to do so because it cannot 
legally withhold the money unless an 
actual debt has been created by the 
veteran to the government. Such in- 
debtedness can arise only after a claim 
has been paid and the security liqui- 
dated. 


N.U. BUYS 200 MANUALS 


Northwestern University has pur- 
chased 200 copies of MBA’s hand- 


book on Mortgage Loan Servicing 
Practices for its course on mortgage 


Total sales of the handbook 
An in- 


finance. 
are nearing the 1500 mark. 
creasing number of orders are being 
received from non-members of MBA. 
Servicing managers of member firms 
who need additional copies are urged 
to order them now. 


Baltimore 2, Maryland 


—— 
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HANS GEHRKE, JR. NAMED 
NEW DETROIT MBA HEAD 


Hans Gehrke, Ir.. 


vice president of 


the First Federal Savings and Loan 
Association, was elected president of 
the Detroit MBA at the Association’s 


innual banquet succeeding Charles P 


Besancon. Joel K. Riley of the United 
Savings Bank was elected vice presi- 
dent and Arthur F. Bassett, vice presi- 
dent of the Detroit Trust Company, 
was elected secretary and treasurer 
Three new governors chosen were 
Stanley M Earp Citizens Mortgage 


Corporation, Hubert R. Haeussler, 


General Discount Corporation, and 
Sidnev D. Thomas, Silloway & Com- 
pany 

It was a record meeting in attend- 
ince for the Detroit association with 
round 400 on hand to hear the ad- 
dress of FHA Commissioner Franklin 
1). Richards. Commissioner Richards 
told the Detroit mortgage bankers 
that 57 per cent of all mortgages on 
one-to-four family dwellings insured 
by the FHA in Michigan were origi- 
nated by mortgage companies, com- 
vared to i national iveragt lor 
nortgage companies of 27 per cent 

He urged that the bankers vive 
consideration to yield insurance, un- 
der Title VII of the National Hous- 
ing Act, and to mortgage lending on 
housing for minority groups. He de- 
veloped the latter theme it some 


length, calling attention to the pub- 


i statement of policy of MBA, 
ind to his own article on the sub- 
ject in the December Issue of Tut 


MortTGAGE BANKER 


RESEARCH GROUP SETS 
UP 3-WAY OBJECTIVE 


Now V ort- 


ave Loan Servicine has 


handbook on 

Practices 
been published and distributed to the 
MBA _ Research 


begun the second 


that the 


membership, the 


Committee has 


phase of its study to develop simpli- 


hcation and unilormity In servicing 


procedures affecting life companies 


ind their servicing agents. The Com- 


mittee will concentrate its efforts on 


three speciic servicing routines which 


seem to lend themselves to uniformity 
without involving any complications 
from a legal or accounting viewpoint 
[t will study the possibilities of secur- 
agent the right 


ing for the servicing 


t 
oO 
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WITH THE CAMERA AT DETROIT: The 1950 board of governors of Detroit 
MBA, left to right, front row, Joel K. Riley, mew vice president; Hans Gehrke, Jr., new 
president; Charles P. Besancon, retiring president; and Arthur F. Bassett, new secretary- 


treasurer. 


Back row, Hubert R. Haeussler, Oscar Onstad, Melville E. Forhan, Sidney D. 


Thomas, Stanley M. Earp and Roland Bainbridge. 


MBA 





1950 CONVENTION COMMITTEE: When MBA meets in September in 


Detroit these will direct the local a:rangements: Herold G. Woodruff, vice chairman, and 
past president of MBA; Edward F. Lambrecht, chairman, and MBA board member; and 


Walter Gehrke, vice chairman, and MBA regional vice president. 


(See page 17) 





FHA AT DETROIT: George W. Zinky, Michigan State Director of FHA; George 
Bailey, Washington, Assistant Commissioner FHA in charge of Zone 3; Hans Gehrke; 
Franklin D. Richards, FHA Commissioner; and Mr. Besancon. 


>> Endorse insurance loss drafts: 
>? Retain insurance policies; and 
>> Handle the payment of real estate 
taxes with a certification of payment 
to the investor 

hese subjects were chosen becaust 
they are in a field in which con- 
siderable progress has been made to- 
Where these re- 


sponsibilities were given the servicing 


ward simplification. 


agent a considerable cost-saving was 


iccomplished through the reduction 


of correspondence between investor 
and agent and by eliminating much 
record keeping. En- 
couraged by this the 
acceptance of these servicing routines 
and that the standardiza- 
tion of procedures in this field would 
greatly the the Re- 
search Committee, through Guy T. O. 
Hollyday, drafted a 
set of questions which has been sent 


duplication of 
trend toward 
believing 
benefit industry, 
has 


chairman, 


to all life insurance companies. 
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MBA'S NATIONAL OFFICE 
MOVES TO NEW QUARTERS 


Your Association’s national office 
has a new home and the next time 
you are in Chicago you have our most 
cordial invitation to stop in and visit 
the originating point of MBA’s activ- 
ities. The building is the same, the 
Chicago Title and Trust Building at 
111 West Washington street, the 
phone is the same, but we have 
moved from the 15th to the 21st floor 
and acquired more space to provide 
for the anticipated addition of per- 
sonnel which is a part of the present 
expansion program. Since most mem- 
bers do not have an opportunity to 
visit the MBA national office, the 
photographs at the right will give 
you an idea of our new home. 


LAMBRECHT CHAIRMAN OF 
MBA’S 1950 CONVENTION 


It’s nearly nine months until Presi- 
dent Deming brings down the gavel 
opening MBA’s 1950 annual conven- 
tion and in the interim we will be 
having as many as ten or more re- 
gional meetings scattered over the 
country; but even so, some conven- 
tion plans are taking final shape. 
President Deming has announced: 


>> DETROIT COMMITTEE: 
Heading the loca] Detroit committee 
for the 1950 convention at Hotel 
Statler, September 27-29, will be Ed- 
ward F. Lambrecht, president, Lam- 
brecht Realty Company and MBA 
board member as chairman, with 
Walter Gehrke, president, Detroit 
Mortgage and Realty Company and 
MBA regional vice president, and 
Herold G. Woodruff, president, H. G. 
Woodruff, Inc., and past president of 
MBA, as vice chairmen. 


>> EXHIBIT: Space for the 11th 
annual Exhibit of Building, Industry 
and Services has been practically sold 
and it is hoped that additional space 
can be secured to accommodate other 
exhibitors. Among those who have 
announced participation plans are: 
General Electric Company, Crane Co., 
Norge Division of Borg Warner, Briggs 
Beautyware, Harnischfeger Corp. P. & H 
House division, Stran Steel division of 
Great Lakes Steel Corp., American Radia- 
tor and Standard Sanitary Corp., National 
Cash Register Company, Kelvinator Corp., 
Stern, Lauer & Co York Tabulating 
Service, American Institute of Real Estate 
Appraisers, American Houses, Inc. 





After the carpet layers and plasterers were out of the way and the drapes had been 
hung, an early visitor was Owen M. Murray, president, The Murray Investment Company, 
Dallas, and a past president of MBA. Secretary Patterson was at door to greet him. 





Secretary Patterson and Mr. Murray inspect our Christmas tree in the main part of 
the new office. Shown here is the staff, from right to left: G. H. Knott, editor, The 
Mortgage Banker; Eleanor Frame; Frank J. McCabe, director of education and research; 
Geraldine Nickolson; Elsie Likes, and Mrs. Aldine Taylor, office manager. Left: Ione Sharpe. 
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In keeping with the trend toward fewer private offices, the new MBA quarters provide 
for the entire staff in one large room except for stock room and Secretary Patterson’s 
private office. Here he and Mr. Murray discuss an Association matter with Mrs. Taylor. 
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being done today . 





You'll Make No Better 
Investment Than This in 1950 | 


As the new year opens, ask yourself these questions: How much time do I spend on impossible loans? 
But how many have I rejected that were good loans? What are the essential items of security? 
What about my competition? How can I improve my office procedure to save money? How can I 
get new investors and new business? 
The answers to these and countless other equally pertinent questions are the type of information you 


and other members of your staff will get at 


MBA’s 3rd ANNUAL MORTGAGE BANKING SEMINAR 

Northwestern University—Chicago « 
It’s the only course of its kind in the country, the only one you and others in your firm can attend 
to receive a thorough authoritative practical week of intensive training in mortgage lending as it is 
. it’s a week of professional post graduate work, and particularly so for the man 
of long experience in this field. The men you will hear have had the most success in the various 
phases of mortgage lending and investing. 


You can make no better investment in 1950 than to attend the Seminar. Indicate your interest now 


by advising the MBA National Office as to how many from your firm will attend. 


June 19 to 23, 1950 




















W. R. RECKMAN 
Continued from page 6 
of the mutual savings banks in Massa- 
the Linter 


report, shows the annual average loss 


chusetts, as revealed in 
on the principal amount of the mort- 
gage portfolio of these banks to be: 

15 year period 
19350 to 1945 

20 year period 
1925 to 1945 

9 year period 
1907 to 1945 


1.16 per cent 
87 per cent 


60 per cent 


[he experience of Massachusetts 
savings banks cannot be dissimilar 
from that of all mortgage lenders 


with regard to mortgage losses. Expe- 


rience has proven time and again 


that a reserve for possible losses needs 
to be provided and is part of the cost 
factor in mortgage lending. 


Presumably, most banks make some 


provision for this contingency. One 
large lending institution sets aside 
each year a factor of 0.75 per cent 


of the gross income yield as a reserve 


for future losses. It has been ascer- 
tained that over the years this is not 
exorbitant. 

life insurance 


companies again furnishes a reliable 


Che experience of 
basis for knowledge in this important 


18 


field. Their experience, as revealed 
by the study of the National Bureau 
of Economic Research, brought out 
the fact that it would also have been 
necessary to accumulate loss reserves 
at the rate of 0.75 per cent per year 
of the amount of the loan 
portfolio in order to fully absorb all 
the losses which were incurred during 
the vears 1920-1946. 

We cannot that the 
experience of life insurance companies 
is the that it would be for 
banks. Different methods of mortgage 


average 


assume loss 


same 


procedure may have been employed, 
the average size of loans may have 
been different, and the management 
facilities may not have been the same. 
But there is a parallel and I am not 
so sure our Own experience would 
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HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER 


WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 














prove to be any better. Real estate 
cycles have always been with us; and 
when one mortgage lender is experi- 
encing difficulties, it is quite probable 
that his neighbor is too. 

Now is the opportune time to study 
the costs of mortgage lending and 
for whatever contingencies 


prepare 
may be ahead. In achieving a more 
intimate knowledge of the costs of 


mortgage operations, perhaps we can 
succeed in reducing our expenses and 
losses. Any saving thus effected will 
better enable us to make mortgage 
credit available to prospective home 
owners at acceptable rates of interest 
and upon terms of payment within 
their ability to meet and, at the same 
time, assure a reasonable return on 
the risk involved. 








AND 
COMPANY YEARS’ 


EXPERIENCE 
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“HOUSE OF 1950” WILL 
BE A LOW-COST AFFAIR 


The All-American House of 1950 
the most popular type of dwelling 
now being sold—will be a bungalow 
of no definite architectural type rang- 
ing in price from $8,000 to $10,G00, 
with no dining room or basement and 
with smaller kitchens but 
closet space than prewar, a National 
Association of Real Estate Boards sur- 


greater 


vey shows. 

Its description of the 1950 house is 
based on a survey in 513 cities just 
completed with the aid of local real 
estate boards. 
>> ECLECTIC: The All-American 
House can best be described as eclec- 
tic picking up ideas from every- 
where—in half of the reporting cities. 
In one city of every three, however, 
the 1950 dwelling will be a “ranch” 
type house, and in one city of every 
five, it will be the Cape Cod or co- 
lonial type. 

The ranch type is tops as the 1950 
house on the Pacific Coast, in the 
East, South Central states, and in the 
West South Central region, where it 
originated. The Cape Cod _ house 
dominates its own home region, New 
England, but it is not the most popu- 
lar house in a majority of cities in 
any other region. Even in New Eng- 
land the eclectic bungalow is the most 
popular design style in one city of 
every four, and in one-third of the 
larger cities. 
>> LOW COST: The All-American 
House of 1950 is emphatically a low- 
dwelling, the 
The price range begins as low as 
$5,000 in 16 per cent of the cities, 
and it runs no higher than $10,000 
in every region of the country and for 
78 per 


cost survey indicates. 


both large and small cities 
cent of all cities). 

In the smaller cities, only one city 
of every six shows a predominance of 
homes in the 
But one of every three of 


higher-cost new con- 
struction. 
the larg: 
if a new house is to be popular, runs 
up to $15,000. 

The lot on the 
1950 is to be built is larger than for 
This is the trend 
in 76 per cent of the reporting cities, 
the 


‘ cities reports that top cost, 


which House of 


prewar structures. 


and in 83 per cent of larger 


cities. 
>> NO DINING ROOM: The din- 
the 1950 is 


ing room in House of 


vanishing. It is likely to be a mere 
indicated corner of the living room 
in 66 per cent of the reporting cities. 
Small are now the leaders in 
eliminating the dining The 
separate dining room is vanishing in 
seven of ten of the smaller cities. 

The House of 1950 is likely to have 
no basement. Basements, 
are more popular than they were in 
the prewar days in New England, the 
Middle Atlantic states, and the East 
North Central states. 

Its porch is still most often found 
in the front, where it will shelter the 
entrance and “dress up the looks of 
But in large cities it is 


cities 
room. 


however, 


’ 


the house.’ 
now preferred at the side where the 
entrance is now often placed. While 
38 per cent of reporting cities say 
front porches are preferred, the re- 
maining 62 per cent are evenly split 
between a preference for the back 
porch, serving as an outdoor living 
room, and the side porch. 

Plaster is still the typical interior 
finish of the 1950. Dry 
wall construction has become typical 
of the new house construction in only 
28 per cent of the reporting cities. 
>> SMALL KITCHEN: Notwith- 
standing the considerable movement 
for larger kitchens, the typical new 
House of 1950 has a smaller kitchen 
the 


House of 


than prewar house. 


FHA-VA COVENANT BAN 


Continued from page 10) 
group, according to law, though seg- 
regation is permitted. 


restrictive covenants. But homes or 
apartments built on such cleared land 
can be operated so as to segregate 
groups. That, again, is up to 
the owners or operators. Where old 
slums are replaced by public housing, 
it is up to local authorities to decide 
who shall occupy the new buildings. 


Will the new rule extend to all FHA 
loans? 

No. FHA still can make small loans 
for repairs and alterations on existing 
buildings without regard to the new 
rule on covenants. 

Will it bring a drop in FHA loans? 
FHA officials say not. They think the 
change in rules will have no far- 
reaching effect on their operations. 
Nor is any important drop in VA- 


some 


guaranteed loans for veterans ex- 
pected to result from the new policy 
of the Government. 

Just what effect, then, will the change 

have? 

Real estate people as well as FHA 
officials think that this policy 
against covenants may have the effect 
of reducing covenants on future hous- 
ing developments. That’s because 
these developments will disqualify 
themselves for FHA or VA loans if 
written recorded in 
future deeds or leases. But, on the 


new 


covenants are 


other hand, some segregation will 
continue, even in new developments, 
through informal agreements, real 


estate credit and other methods. 
Can FHA take further steps against 
covenants? 


That question is undecided. Some 











Is the new slum-clearance program persons say that FHA can go further 
affected? in making rules to restrict its loans 
Yes, to some extent. FHA officials to prevent covenants. Others believe 
say that land cleared under the new that Congress would have to act be- 
program of federal aid for slum clear- fore FHA could do much in this 
ance cannot be placed under new direction. 
Approved FHA Mortgagee seeks additional outlet 
for FHA, Combination, and Conventional loans. 


301 Security Building 








= 


Inquiries from institutional 
investors are invited. 


HOME OWNERS SERVICE CORPORATION 


Edgar C. Lawson, President 


Charleston, West Virginia 
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People and Events 





Guy T. O. Hollyday, past president 
of MBA, has been elected chairman of 
the National Title Underwriters sec- 
tion of American Title Association. 
Murray L. Jones, vice president, 
Kansas City Title Com- 
pany, was named vice chairman and 
DeBlois Milledge, vice president, 
American Title and Insurance Com- 


Insurance 


pany, was named secretary 


J. Harold Estes, Jr., has been 
named assistant manager of the city 
mortgage department of United Serv- 
Research, Inc., Memphis, 
Schumacher, president, an- 
From 1935 to 1942 he 
FHA in Washington and 
1946 was in the air 
service, he 


ice and 
E. D 
nounced. 
was with 
then until 
After leaving the 
returned to FHA as chief of the 
mortgagee examination unit. 


from 


< orps. 


On January | the name of A. D. 


Fraser, Inc., Cleveland, will be 
changed to Fraser Mortgage Com- 
pany. A. D. Fraser, past president of 
MBA, is chairman of the _ board, 


W. E. Miller, president and treasurer, 
and Miller B. Pennell, MBA general 
counsel, is vice president and secre- 


tary. 


George D. Anthony, formerly with 
FHA in Cleveland, has acquired the 
Consolidated Mortgage Co. 
Mark V. Reinhart, president of 


Franklin Pioneer Corp. 


from 





MBA FHA COMMITTEE MEMBERS WITH TOP U. S. HOUSING OFFICIALS 
AT ABA MEETING: Left to right, George B. Underwood, president, Underwood Mort- 
gage & Title Co., Irvington, N. J., and MBA FHA committee member; John McGovern, 
FHA director for Southern California; Franklin D. Richards, FHA Commissioner; Joseph 
Cassidy, FHA Western Zone Commissioner; Raymond M. Foley, HHFA Administrator; 
Dewitt McGuinness, FHA director in San Francisco; and Fred C. Smith, vice president, 
Bowery Savings Bank, New York, and vice chairman, MBA. FHA committee. 


“The Real Estate Financing Out- 
look” was the topic of Past MBA 
Aksel Nielsen’s address be- 


President 


fore members of the Denver Board 
of Realtors . and Dr. Raymond O. 
Wheeler, professor of business ad- 


ministration at ‘the University of 


addressed members of 


MBA at 


Washington, 
the Seattle 
meeting. 


their recent 


J. G. Hestwood announces the for- 
mation of the Texas Mortgage & In- 
vestment Company, Inc., and _ the 
Texas Insurance Agency in Houston. 
Hestwood is president and J. J. Mc- 


Carthy, executive vice president. 


Over the Fred Fiske of Mu- 
tual Broadcasting System interviewed 
MBA Washington Counsel Samuel E. 
Neel over WOL, Washington, on the 
outlook for the G.I. loan market with 
the latter doing an excellent job of 
explaining why the market for vet- 
eran had been somewhat re- 
stricted earlier in the year and the 
changes that have occurred since then. 


air. 


loans 














Your Portfolio should contain. 
MORTGAGES in PHILADELPHIA 


Favorable Forclosure Laws 
FIDELITY BOND and MORTGAGE CO. 


LINCOLN LIBERTY BUILDING 


PHILADELPHIA 7, PA. 
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. and up in Westchester County, 
N. Y., Lawrence A. Epter, president 
of the New York MBA, was a mem- 
ber of a panel of four which debated 
the question of whether public hous- 
ing is an asset or liability. . . . 


How many member firms have re- 
tirement plans for employees in op- 
eration? MBA would like to hear 
about them in detail; other members 
are asking for information on such 
plans. Address Secretary George H. 
Patterson at the Headquarters office. 


Meetings coming up: Cleveland 
MBA annual meeting January 19. 
Texas MBA 34th annual convention, 
Gunter Hotel, San Antonio, April 13 
and 14. 





PERSONNEL 











MORTGAGE BANKER AND 
REALTOR AVAILABLE 

Successful business executive, with uni- 
versity education and excellent 20 year 
background in Mortgage Loans and Real 
Estate, seeks association with Life Insurance 
Company, Bank, or Mortgage Banking 
Company. Will consider appointment as 
Loan Correspondent. Thorough investiga- 
tion invited. Write Box 193, Mortgage 
Bankers Association of America, 111 West 
Washington Street, Chicago 2, Illinois. 


MANAGER, MORTGAGE SERVICING 
DEPT., NEW YORK CITY 

Looking for a man who can take com- 
plete charge of mortgage servicing depart- 
ment and supervise it in all its technical 
phases. Experience an absolute necessity. 
Do not answer if you do not have exten- 
sive servicing experience. Experience in 
related real estate or mortgage business 
not sufficient. Send resume containing 
age, educational background, previous ex- 
perience and salary expected. Write Box 


194, Mortgage Bankers Association of 
America, 111 West Washington St., Chi- 
cago 2. 
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2 BILLION IN LOANS 


In the first nine months of 1949, 
the life companies invested $2,505,- 
000,000 in new mortgages. Also: 


>> During the past two years, they 
have made more than six billion dol- 
lars of mortgages, largely long-term 
home loans. 


>> In the first nine months of 1949, 
new investments in mortgages and 
securities totaled $6,091,000,000 as 
against $7,726,000,000 in the same 
period of 1948. (For a detailed re- 
port of just what the life companies 
bought and how much in the first 
nine months, see table this page.) 

With the purchase of $49,000,000 
of real estate in the third quarter, 
real estate holdings of the life com- 
panies increased to $1,189,000,000 at 
September 30. 

Largest block of purchases this year 
the and _ industrial 
real estate acquired as an investment, 
these rental properties representing 
$94,000,000 of the nine month pur- 
chases and holdings of this type total- 
ing $475,000,000 at September 30. 

Rental housing acquired in the first 
three quarters totaled $51,000,000. 


was commercial 





















3) DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property iocated 
in metropolitan Detroit. 
ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Company in Michigan 


Abstract and Title 








GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 








HOW THE LIFE COMPANIES INVESTED THEIR MONEY 


U.S. Government Securities 

Foreign Government Securities ia’ 
State, County, Munic. Bonds (U.S.) 
Railroad Bonds (U.S.) 

Public Utility Bonds (U.S.) 
Industrial & Misc. Bonds (U.S.) 
Stocks (U.S.) nhene nice 
Foreign Corporate Securities 


World Bank Bonds , 
Farm Mortgages: Veterans Administration 
Other 
Non-Farm Mortgages: FHA 
Veterans Administration 
Other 


Total Securities and Mortgages 
Farm Real Estate 
Other Real Estate 
Policy Loans 
Cash : 
Other Assets ... 


Total Assets 








Acquired Holdings 
9 Mos. 9 Mos. Sept. 30 Sept. 30 
1949 1948 1949 1948 
(000,000 Omitted) 
$ 426 $1,449 $15,283 $17,642 
127 173 1,479 1,456 
127 234 938 792 
92 188 2,954 2,906 
985 1,286 9,305 7,932 
1,598 1,691 8,261 6,248 
173 162 1,582 1,452 
+8 67 499 443 
10 9 55 53 
3 8 29 28 
240 226 1,097 961 
977 802 3,182 2,050 
97 319 1,218 1,128 
1,188 1,112 6,818 6,074 
$6,091 $7,726 $52,640 $49,165 
1 1 46 63 
174 204 1,143 952 
361 302 2,188 2,023 
852 994 
660600 1,213 1,161 
ee $58,082 $54,358 
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Main Office: 176 BROADWAY, MANHATTAN 

















TITLE INSURANCE 


For the Mortgage Banker 


A Mortgagee’s Policy of Title Insurance, in addition 
to its protection against title losses, facilitates the sale 


and transfer of a Real Estate Mortgage Loan. 


Issuing Agents in the Following States: 


Missouri Mississippi 
Kansas Texas 
Arkansas Colorado 
Tennessee Utah 
Georgia Montana 
Alabama Wyoming 
Florida Wisconsin 


Louisiana Delaware 








KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,000,000.00 
112 East 10th St. Kansas City 6, Mo. HArrison 5040 





